University of California, Hastings College of the Law

UC Hastings Scholarship Repository
Propositions

California Ballot Propositions and Initiatives

1976

DEPOSIT OF PUBLIC MONEYS IN SAVINGS
AND LOAN ASSOCIATIONS

Follow this and additional works at: http://repository.uchastings.edu/ca_ballot_props
Recommended Citation
DEPOSIT OF PUBLIC MONEYS IN SAVINGS AND LOAN ASSOCIATIONS California Proposition 8 (1976).
http://repository.uchastings.edu/ca_ballot_props/821

This Proposition is brought to you for free and open access by the California Ballot Propositions and Initiatives at UC Hastings Scholarship Repository.
It has been accepted for inclusion in Propositions by an authorized administrator of UC Hastings Scholarship Repository. For more information, please
contact marcusc@uchastings.edu.

DEPOSIT OF PUBLIC MONEYS IN SAVINGS
AND LOAN ASSOCIATIONS
Ballot Title
DEPOSIT OF PUBLIC MONEYS IN SAVINGS AND LOAN ASSOCIATIONS. LEGISLATIVE
CONSTITUTIONAL AMENDMENT. This amendment to Article XI, section 11 (b) authorizes the Legislature to
provide for deposit of public moneys in savings and loan associations in California as well as in banks in California.
Financial impact: No direct fiscal effect-depends upon adoption of implementing legislation which could result in
increased earnings on public deposits.
FINAL VOTE CAST BY LEGISLATURE ON ACA 31 (PROPOSmON 8):
SENATE-Ayes, 29
ASSEMBLY-Ayes, ()(
Noes, 1
Noes, 0

Analysis by Legislative Analyst
PROPOSAL:
Under California's Constitution, the Legislature may
provide for the deposit of public moneys in any bank in
this state. Public monies consist of funds belonging to or
in the custody of state government or any local
government entity, including cities, counties, school
districts or special districts.
This proposition would allow the Legislature also to
provide for the deposit of public moneys in any savings
and loan association in this state.
FISCAL EFFECT:
Because this proposition only authorizes future
legislative action, by itself it will have no direct effect

on state or local government costs or revenues. If the
authCl,cization is implemented by the Legislature, it may
provide an opportunity for an increase in interest
income to state and local governments.
Savings and loan associations are allowed to pay
higher interest than banks on deposits less than
$100,000. Above $100,000 the interest rates that can be
paid by banks and savings and loan associations are not
restricted. The opportunity for increased income would
result from (1) the slightly higher interest rates that
savings and loan associations pay on deposits less than
$100,000, and (2) the increased competition betweebanks and savings and loan associations for public fun
on deposits greater than $100,000.

Study the Issues Carefully
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Text of Proposed Law

This amendment proposed by Assembly Constitutional
Amendment No. 31 (Statutes of 1975, Resolution Chapter 77) amends
an existing section of the Constitution. New provisions proposed to be
inserted are printed in italic type to indicate that they are new.

PROPOSED AMENDMENT TO ARTICLE
XI, SECTION 11
SEC. lL (a) The Legislature may not delegate to a private
person or body power to make, control, appropriate, supervise or
interfere with county or municipal corporation improvements,
money, or property, or to levy taxes or assessments, or perform
municipal functions.
(b) The Legislature may, however, provide for the deposit of
public moneys in any bank in this state or in any savings and loan
association in this state and for the payment of interest, principal a."ld
redemption premiums of public bonds and other evidences of public
indebtedness by banks within or without this state. It may also
provide for investment of public moneys in securities and the
registration of bonds and other evidences of indebtedness by private
persons or bodies, within or without this state, acting as trustees or
fiscal agents.

Apply for Your Absentee Ballot Early
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Deposit of Public Moneys in Savings and Loan Associations
Argument in Favor of Proposition 8
Your YES vote on Proposition 8 is a vote for more
efficient use of tax dollars and sowld fiscal policies by
state and local government. Proposition 8 will also
expand the amount of money available for home loans
in Califomia.
The California Constitution presently provides that
government funds may be deposited only in banks and
not in savings and loan associations, even though
California's savings and loan industry has an
unblemished record of safety. This limitation annually
costs state and local government millions of dollars in
interest which could have been earned, because savings
and loan associations· are permitted to pay higher
interest rates than banks on most deposits. Proposition
8 will halt this fiscal waste by permitting the deposit of
state and local funds in savings and loan associations
under such terms and conditions as may be approved
by the State Legislature.
Proposition 8 will:
• Permit state and local governments to deposit
funds in savings and loan accounts which pay higher
interest yields than comparable bank accounts, thus
generating new revenue at no cost to the taxpayer.
• Stimulate housing activity by expanding the
fmancial base of savings and loan associations, the
leading source of funds for housing construction and
purchasing.
• Give state and local government additional
flexibility in the deposit and investment of public funds.
The savings and loan industry in California has an

unsurpassed record of safety and financial integrity.
Both state and federally chartered savings and loan
associations are insured by the Federal Savings and
Lo3.'1 Insurance Corporation, and no saver has lost a
penny during the 40 year8 in which the FSLlC has been
in operation. Public funds deposited with savings and
loan associations will be equally as secure as those
deposited with commercial banks.
Adopted by an overwhelming vote of both
Democrats and Republicans in the State Legislature,
Proposition 8 is supported by the League of California
Cities, the Association of California Water Agencies, the
State Department of Savings and Loan, and the
California Savings and Loan League.
Everyone talks about more efficient management of
our tax dollars-now we can do something about it by
voting YES on Proposition 8.
Everyone talks about stimulating new jobs and
making more money avaihble for home loans and
housing construction-now we can do something about
it by voting YES on Proposition 8.
Proposition 8 is a responsible measure which makes
sense for the people of California. We strongly urge you
to vote YES on Proposition 8.
ROBERT G. BEVERLY
Member of tbe Assembly, 51st District
YVONNE BRAmWAITE BURKE
Member of Congress, 28tb District
JESSE M. UNRUH
State Treasurer

No rebuttal to the argument in favor of Proposition 8 was submitted
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Arguments printed on this page are the opinions of the authors and have not been
checked for accumcy by any official agency.
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Deposit of Public Moneys in Savings and Loan Associations
Argument Against Proposition 8
Savings and loan associations (S&Ls) were created by
law for one purpose: to accumulate money through
savings deposits that would be used only for home loans.
The money that would go to S&Ls if this proposition
passed would not and could not be used in any
meaningful way for home loans.
There are two reasons why this is so, and why you
should vote No on this constitutional amendment.
1. This law will reduce the amount of money
available for home loans. Current law requires that all
government deposits be specially protected by
requiring the financial institutions to put up as security
government bonds and notes. The current law further
requires that the value of this security (government
bonds or notes) be 10% greater than the amount of the
deposit. The savings and loan companies now own very
few of these special types of securities. Therefore they
would have to put up $110.00 in new security for each
$100.00 in deposit that they receive from cities, counties

or the State. This means that there could actually be less
money available for home loans.
2. A public agency, be it the State, a county, or a city,
is not legally permitted to deposit ~ !rplus operating
funds for more than one year. In n •. ..,st cases surplus
funds of public agencies have a short life lasting from
the time your tax payments are received to the next
time the public agency must pay its bills. This time
period could be one day or it could be eight months. But
S&Ls provide twenty to forty year real estate loans. Will
your city's one week deposit of tax dollars in a S&L
make more money available for a twenty year home
loan? Unlikely!
For these reasons I urge you to keep S&Ls in the
home financing business. Please vote No on Proposition
8.
JOHN GARAMENDI
Member of the Assembly, 7th District

Rebuttal to Argument Against Proposition 8
Proposition 8 will provide more money for home
construction and purchasing, and it will help to hold
• ')wo interest rates on mortgage loans.
The deposit of public funds in savings and loan
associations-the largest source of home loans-will
expand the financial base ·of the savings and loan
industry, thus making more money available for home
loans. Because most savings and loan associations
maintain liquid reserves well above minimum federal
requirements, collateral requirements for deposit of
public funds can be met while simultaneously making
more funds available for housing.
Since California savings and loan associations
maintain more than $5 billion in cash and liquid
reserves, public agencies will have the same ready
access to funds deposited with savings and loan
associations that they do with banks. Through accurate
financial projections, both banks and savings and loan
associations are able to commit funds from short term
deposits to long term loans, such as mortgages, without
jeopardizing either the safety or the accessibility of the

depositor's funds. Thus, short term public deposits c;m
be used to provide long term home loans.
There is no reason to continue the banks' monopoly
on deposit of public funds. Taxpa~'ers have the right to
demand the best use of their money by government
agencies.
Remember your YES vote on Proposition 8 will
mean:
• More efficient use of your tax dollars.
• More jobs and a healthier housing industry.
• Increased availability of mortgage loans at lower
interest rates.
• Better fiscal management in both state and local
government.
ROBERT G. BEVERLY
Member of the Assembly, 51st District
YVONNE BRATHWAITE BURKE
Member of Congress. 28th District
JESSE M. UNRUH
State Treasurer

Arguments printed on this page are the opinions of the llUthors and have not been
checked for accuracy by any official agency.
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